
June 27, 2008

Arnold Schwarzenegger, Governor
State of Califomia
Business, Transportation and Housing Agency

Department of Managed Health Care
980 9th Street, Suite500
Sacramento,CA 95814
(916) 255-2442 voice

··----(916) 255-2280fax--~·~~-·-.'---~~~~~~~~·-...
smlhara@dmhc.ca.gov e-mail

-.. ~=..~~

via electronic mailand USPSdelivery

I

Ms. Janette Lopez
ChiefDeputyDirector
California ManagedRisk Medical Insurance Board
1000GStreet, Suite 450
Sacramento, CA 95814

RE: EVALUATION OF SAFEHEALTH LIFE INSURANCE CO lVIEDICAL LOSS RAtIO
SUBMISSION

Dear Ms. Lopez:

The Department of·Managed Health Care (DMHC) hereby provides the Managed Risk Medi~al
. Insurance Board (MRMJB), HealthyFamiliesProgram (HFP)with the following report regarding the

evaluation of SafeHealthLife Insurance Co (SLIe) HFP loss raiio submissionfor the. period July 1,
2005through June 30, 2006. This reportoutlines theprojectobjectives, methodology and results.

I Objectives: The purpose of the loss ratio evaluation was to evaluate the underlying payments
supporting the amountreportedasbenefits provided to HFP subscribers andreported by SLIC.

Aspartofthis evaluation, DMHC performed thefollowing:

A Determinedwhether 100% of the children who receivedservices paid by SLIC were enrolled
in the HFPat the time the services Ofcapitated coverage were provided

B Summarized the total capitation and benefit payments within the detailed data provided by
SLIC and compared the total payments to the amount reported on Schedule 6 submitted by
SLIC

C Summarized the totalpaymentsmadeby SLICfor the HFP subscriber, and based on the steps
above, recalculated the loss ratio and compared it to the loss ratio submitted by SLIC on
Schedule 6.

To achieve the objectives outlinedabove, DMHCperformed data analysis on informationprovided by
MRMJB andSLIC and corresponded withmanagement personnel at SLIC. Primary contacts at SLIC
wereDennis Gates, CFO; Joe Lai, Accountant.

.II Methodology

A Determined whether 100% of the children who received services paid by SLIC were
enrolled the HFP at the time the services were provided.in

1 DMHC obtained electronic files containing Fee-For-Service (FFS) claimpayments made
for HFP subscribers. Additionally, the Department obtainedelectronic files from MRMIB



Table 2

CombinedMed Exp (Exams,
Frames, Lenses, Contacts and $242,145 $196,148 $45,997

Other)

Total $242,145 $196,148 $45,997

Page 2Ms.Janette Lopez
June 27, 2008

of allchildren eligible for services as an SLIC subscriber during theperiod of JUly 1,2005 ('
thoughJune 30,2006.

2 Using the two files, DMHC compared the Client Index Number (CrN) and-Date of
Serviceon SLIC's FFS'flles to determine if there were anypayments madeby SUC for
subscribers thatwerenot eligible forbenefits according to the eligibility :file received from
MRMIB (please seeTable 1).

Table I-Fee for Service payments for individuals that were not listedin the :MRlvIIB file
during the service period.

• r

. Fee-for-Service Payments 7 $356

Total 7 $356

The amounts arenotmaterialand
•

no corrective
_: ",0

actions
,

were
•.:

proposed
.,..".

toSLIC:
(

B SUmm~rizedthe .total ben.efit pa.yrnent$'Wifbi11 tlie.detatJ.ed.data"pr()vifledby.~J,;lQ and
coittp~-retltjie totalpaYments tothe itm.ouI!~reported.on Schedule6 submittedbySLIC.

(("""\
'< !

Using.electronic files.and paper documentation receivedfrom SLIG:in Section ITabove, and
Sile's Schedule 6 (Sch. 6) lossratio submission provided byIMRMIB" DMHGc6mpar~dthe

total of the payments on the electronic files and" paperdQcmnentation to the datareported on
Schedule 6. 'Datacomparisons are exhibited in Table2be16w. - .

C Summarfzed the total payments made by SLIC for the HFP subscriber, and based on
the steps- above, recalculated the loss ratio and comparedit to the lossratio submitted by
SLIC on Schedule 6

Footnote 1: This analysis represents payments made by the Plan to their contracted providers and not
payments made byMRMIB tothePlans.
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Table 3
Detailed reconciliationofdetailed data files to Schedule 6

$106,691 ($45,997)

Frames & Lenses $120,275 $0

Contact Lenses $10,241 $0

Other Services $4,938 $0
Reinsurance Expenses $0

Incentive Pool Adjustments $0
Total Vision Services $242,145 $196,148 $45,997)

Gross Profit $60 979 $106,976
MEDICAL LOSS RATIO 79.88% 64.71%

Note 1: 1VIRMIB.data includes members enrolled after the 15th of the month and retro eligibility
information which wasdistributed from Maximus. Expectation on subscriber months was that
balance per DMlIC review would exceed the membership count reported by the Plan due to
flaws in the :MR.MlB data count. .
Note 2: Included in the premiums received from MRMIB by the Plan are retro adjustments for
prior periods and missing-are retros for the current period which would not have been received
until subsequent periods: The examiners data utilized for the review adjusts for these missing
elements causing the minor discrepancy from the Plan's unadjusted data. Amount per Plan is
acce ted as re orted.
Note 3: Adjustment is measured by the difference between the Plan paid claim data base and the
amounts reported on the Schedule 6. The adjustment represents corrections to IBNR, DMHC
license fee, UM/QA, accrual differences, and lenses not covered under the HFP.
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StevenMihara, Supervisor
Division ofFirlancial Oversight

Ms. JanetteLopez
June 27,2008

m Summary ofFindings

1 IBNRoverstatement perPlan- $22,885
2 DMHC license fee disallowed - $6,161
3 1JMIQAadjustrnen1perPlanrevision - $6,161
4 Specialpurposes lenses mqatabase -$6,295
5 "Soh6,Y. Database, UI1S1;lPported expense - $4,495
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IV Limitations

11rlsi analysis •. rePQ~vrere.prepared·isolelY.i£Qr·.thep.urpose.ofiassiSijngNrRNIIB:iD.'the' •.•,' ..
detem:ili:iatronofthe'accUPlcyofpa,ymepfsmaCleby ,SLIC.on their',Schedute'o'Medical LOss·'Rano .
Report.. ' We have not ,performed an evaluation oftheCompa.;d.y;s ,inteinalcontrols within the
guidelines set forth by the AICPAbut have reported to yotJ.based upon thep1.'99¢duresperf0:t'n1ed.
Our analysis has '!lot.been a.detailed, ,eXan:llnation of all trahsactionS" andca.nD.o~be' relied upon.to
disclose errors, irregularities, orillegal acts, including fraud or defalcatlonsthat may exist.

pi~~ef6~{fteetd~allS.t¢ven Mihara, ,Pl\1;HC SuperVisorWit1J.anyquestio~p~tt?ilJ;l1kto\tms report.

Sincerely,

,and...••

ccr Hao Lam,.ActingChief'FiscaLSerY:i(jes,~

MarkWright, CbiefExarnmer, PMIIG
Stephen Babich, Supervising Examiner; D:rv.rHC
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